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Dear Appl:lénntx

Ve have considered your application for recognition of exemption from
Federal income tax under saction 501(c)(8) of the Internal Revenue

Code and bava detavnined that you do not qualify for sxemption under
that section.

The information submitted indicatas that you ware incorper
as a non-profit organization under the laws of the

Our ressons for this conclusion and the facts nn which
it ie based are explajred below. ¥

Your articles of incorporation state that "The purposes

for which the corporation is organized are excluaively for charit-

able,religious, educational and scientific purposes including:

a)

b)

¢)

d)

To conduct and carry on a Nation of lelan power
products distributicsn in
metropolitan ares.

‘Conduct.services; Fundraising, donate funds to
invest, trade and deal in any personal proparty;

“#aise funds for HIV/AIDS treatment and youth
businesses and national tours.

And 0 carry on general activities, to purchase,

gel)l or barter in all classes Of goods and articles

‘or trade, to adviee, assist, promote or supervise
services nf every kind and description with
relations to planning and conducting entertainment
exbibitions; video and photograph, lamination,
propotions and productions, all types under
African Culture. -

Security for the Comsunity and 8p§c1a1 Bvents,
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ions for

ther states at Artyc), Fifth that "proyiq
the, interna) affairs of

esolution op fina
211 be provideq 1n the bylaws in 2ooordangs with ihe

A review of the dy-ig, 8ubnitteq
with your application indicates that ap Provision lmz bezz made in
b

for the distri ution of Asseta in the avent
your corporation disanlveg, In additiop, there ig no Pravision

diatribyte Jour assets {n the

O belp the yoyty of the African '
Arerican Communities, Ypur Propossd Programa, ag desoribag in your
&pplication, include; ' :

1, . Conducting H1V/AIDS awareness conferences
2, Youth motivatop Speaking conference .

3. Jobs apg Gounseling workghg

4.  Training progranms top achieve bagie skills
5. . Conmunity involvemant in 801ving cring and

: violence,

The brochure subnitted with your application states in part that
“This organization was founded oy the Pronise to be ay ecifnonic

iona wil) 80 towardas youth,
entrepreneurabip. education, HIy/Arp ésearch, Jobs for Youth,
Beononic Developnent. Loans for busineases ng funds for HIV/ADS
patients going into treatment . » v

The brochure descr:lbing your pr
you expect tqo Provide frae traneportation
youth to shop and e CAr other business, his brochure also

states that . is a charitable
organization ang that "al] ¢ deductible,n

ontributions are tax

. This brochure aleo indicates that "y ary Publios that
will trave} anywhere in the mﬁt your request,

The financial statenents gubmitteq with your a

_ pPpl catad
that received ng income tn )

and
Ow antioipated income of 8 thia amount,

3 will be paid tg the founders of for fundraigip
@Xpenses, $ for occupancy and

for depreciatiop,
No expanses have been proposed or budgeted tg carry out anyff the
activities describeq in the application, R

the corporation including
diatributiona of asasets on di H | b} 8

e

3
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. The off of M inciuae 1 President and CEQ ang
w. Vice President, has indicated via“telephone
T

_ is not operational since it ig awaiting approval of tax
exempt status from the Interna) Revenue Service, '

¢ ¥e sent you letter asking that Jou explain many of

- your activities 1ip greater detail, g also advised you.kn this

letter that under tho“guideunna of Section 5 of Revnnuq;hocedure

requirements under which examption ig claimcd, Thig revenue
procedure further atates that "The organization must fully describe
the activities in which it expeots tp engage, inoluding the

standards, criteria, proceduras or other means adopted or Planned for
carrying out the activities, the anticipated sources of receipts and
the nature of contenplated éxpenditures,” Tp date, no additiona)
witten explanations have been submitted to ya regarding your
proposed activitias, Ip a telephona coneervation with us, you
fndicated that all information Conceraing your organization are
contained in the brochyre submitteq with your application,

Section %01 () (3> 0f the Internal Revenue Code provides for the
exenption from federa] income tax for organizations organized and
cperated exclusively for charitable, religious, educational and other
stated purposes, no part of the net earnings of which inures to the
benefit of any private shareholder nr individual, '

Saction 1.501(0) ¢33~1(a)€1) of the Income Tax negulationﬂ?.;oudes
that in order to qualify for exemption under saction 501¢03¢3), an
organization must be both organized and operated exclusively for pne
Or more exewpt purposes, Failure to meet either the organizational

or operational test wil} disqualify an organization from exemption -
under section 501 (e) (3), o -

to exempt purposes.

Saction 1.501(0) (3)-1(b)(4) of the Regulntipns provides that an
organization {s not organized exclusively for one Or more aexempt
Purposes unless its assets are dedicated to an exenpt purpose.

An organization's assets will be coneidered dedicated to an exempt
purpose 1f, upon diesolution, auch aaseta would, by reason of a
provision in the organization'sg articles or by operation of law, be
distributed for one or Iore exempt purposes, or to the Federal
governpent, or to a state or local governnent for a public purpose.

#
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Section 1.501¢0-(3)-1(a) (1) of the Income Tax Regulations provides
that in order to qualify for exemption under section 501(c)(3), an

- organization muat be both organized and oparated exclusively for one

or more purposes described in this section. Failure to met efther
the organizational or operational test wilj disqualify an '
erganization fronm exemption under section 501 ¢e) (3),

unlesa its assets are dedicated to an exempt purpose. . An
organization's amsets will be considarad dedicated to an exenpt
purpose if, upon dissolution, such asseta would, by reason of a
provision in the organization's articles or by operation of law, be
distributed for one or more exampt purposes or to the fe ral

government, or to a State or local government fur & publdf purpose. -

Section 1.501(¢c) ¢3)~1(e) (1) of the regulations provides that an
organization will be regarded as "operated exclusively" for ane or
more exempt purposes only if {i engages Primarily in activitieg which
accomplish such purposes., Ay organization will not ba ao regarded if
zore than an insubstantia) Part of its activities im not in
furtherance of an exenpt purpoge,

private interest. Thus, to meat the requiremente of thig
subparagraph, it is deceasary for an arganiszation to establigh that

t is not organized and operated for the benefit of private interests

such as designated individuals, the creator aor his fami 1y,

shareholders of the organization or persons controlled directly or
indirectly by such private intereate. _ ’

Organizations that are organized on a nonprofit basis do not always
qualify for exemption under saction 8501¢c) (3). The fact Wit an
organization does not make a profit is not the controlliﬂ{ factor,

See Baltimore Health and Velfare Fund v. Comniseioner,€9 T.C. &s4
(19763} and B.S. V. Group Ino. v. Commissicer, 865 cio7e). '

In Better Musiness Bureau v. United States, 926 U.s. 279-283, the
court held that the ekistence of a 8ingle non-exempt purpose, if

sutstantial in nature, will destroy exemption under sectipn 601 ¢e) (8)

regardless of the number or importance of truly exempt purposes.

Ta qualify for exenption under section %01 (o) (3), the applicant
organization must show that (1) it is organized and operated
exclusively for religious, charitable or other stated purposes, (2)
that no part of the net earnings of the organization inures to the

~benefit or a private individual or shareholder, and (3) that no

substantial part of its activities consists of the dissenination of
propaganda or otherwise attempting to influence legislation or ‘
angaging in political activity, See Kenper ¥.. Copmiseioner, 318, F.
2nd, 682 (7th Cir. 10638). -
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In Calviy K. of Qakknolj v Ammiasioner, 69 USTC, 772 (107a) the
court held that ap organi.«:ion seeking tax oxemp'.l: status und;r
section 601 () ¢3) vhose articles of incorporation contained no
Provieion foxr +the distribution of its assats tg qualified

section 501 ¢c) ¢3),

In LaVerdad V.. ng;gm 82 vste, 215-221, an organization that
bad not begun operations and did not intend to start its activities
prior to cbtaining tax exempt status yag denied exemption by the
court, The court stated that "it 18 acknowledged that an organization
may seek tax-exenpt status prior to beginning operationg’’ However,
the organization mst describe praposed Operations in sufficient
detail to permit the conolusion that the organization will meet the
hecessary requirements for 8xemption, Ae the Tax Court held in
Church in Boston,71 1.0, 102, without adequate information to

deternine whather an exempt purpose ia being sarved, denial ot
exemption ig warranted, ,

I> Ralph i, Eaton Poundarticp y, Comlesioner, 55~1, USTC, 248, 4ne
court ruled that ap organization formed for the purpose :at prt':mting

- ocharitable purposes was not entitlad to exewption fronm federal income

tax under 1939 Code Section 101 (6), now 1986 Code Section 501 (o) ),

turn over the profits realized from those cormerciamil activitias to
charitable organizations, The court held that "the mecond Purpnse is
charitadble; the first purposs clearly is not, To qualify for
exemption wndéxr section 501(c)(3) » the corpaoration st be organized
and operated exclusively for charitabdile, religious, and n@ar stated

Our review of the information submitted indicates that your articles
of incorporation dp not meet the organizational test requirad for
exemption under saction 501 (o) (3.  Vhile you state that your
organization i® operated exclusivaly for charitable and other stateq
purposes, your articles indicate that your organization expacts to
conduct and care a Nation of Imlan power products distribution in
thedﬂ metropolitan area, conduct fundraising, donate
funds to {avest, trade and deal in any personal property and raise
funds for HIV/AIDS treatment, youth businesa and nationa) toura, "

Ll .,
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These articles further state that your organization expacts to
purchase, sell or barter in all claeses of goods and articles of
trade, conduet entertainment exhibitioms, video and photographs, all
dealing with African Culture and provide security for the -Community
and Special events, Vhile some of these activities may serve
charitable purposes, the major!ty of your proposed activities do not
nmeet the organized exclusively for charitable purposes requirement
needed for exemption under section 501(¢c)(3). A substantial number
of these activities such as conducting entertainment exhibitions and
providing security for the community are normally conducted by
conmercial firms and are not charitable. In addition, your articles
of incorporation, 1like the organization described in [-3 4
Oakknoll, contains no provision for the distribution of your assets
to qualified organizations in the evant your orsanizatidﬁg?disaolves.
t

Your description ¢. your proposed activities, like the organization
described in LaVardad v, ¢ faile to provide sufficient
details regardi-ug your proposed operations to permit a conclusion
that your organization will be operated axclusively for an exa
purpose. The prcposed financial data submitted with your application

shows no funds being priPosed or budgeted to fund any of the programs
you expect to operate. v ' '

You have also indicated in your broohure that one of your activities
will ba to "prov Notary Publics that will travel anywhere in tha
ﬂ at your request." Providing Notary Public
service {8 an activity that ie normally oonducted by a commerciai,
profit making business. This is not an activity normally engaged in
by an exempt charitable organization. The fact that you intend to
engage in this activity indicates that your organization i operated
for a substantial non-exempt commercial purpose which destroys
exemption under seotion 501(e)(8). Am the court concluded in Better
Business Bureau v, Commissjoper, “the presence of a single
non-exempt purpose, if substantial in nature, will doatng exemption

under section 501 (c)(3) regardleas of the number or impojsance of
truly exempt purposes.” il

You further state ih your brochure that "JJl] is a charitable
organization, contributions to which are tax deductible." Thie
statement ie erroneous since no letter granting tax exempt status
with contribution deductibility has been issued to [l by the
Internal Revenue Service. - ~

Based on the information subaitted, we have concluded that you are
neither organized or cperated exclusively for an exeumpt purpose under
section 501(c) ¢(3). In addition, you have not established that

your organization serves exclusivaly public rather than private
interests. You have alasp not demonstrated that no part of the net
earnings of your organization will benefit your founders and ,
creatore. Therefore, we bave detsrmined that you are not entitled to

: exexmption under section 501(c)(3) and are a taxable entity. In

accordance with this determination, you are required to file federal
incoma tax returns on Form 1120, S
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Contributions to your organization are not deductible to donors under
saction 170(c) (2) of the Code, : . I

In accordance with the provisions of section 6104(c) of the Code, a
copy of this letter will ba sent to the appropriate state offiocials.
1£ you do not agree with our determination, you may request
consideration of this matter by the ‘. fice of Regional Direster or
Appeals. To do this, you should file a written appeal as explained’
in the enclosed Publication 892, : _

Your appeal should give the faots, law and any other information tc
support your position. If you want a hearing, plesse request it whan
you file you appeal and you will be costacted to arrange a date. The

hearing may be held at the regional office, or if you request, at any

someone who is not one of your principal nfficers, that pirson will

mutually convenient district office. If you will be raprg nted by
need to file a Power of Attorney or tax information authorization

© with us.

1f you don't appeal this determination within 80 daye from the date
of this lettar, as explwined in Publication 892, this letter will
become our final determination in this matter. Fwrther, if you do nct

~ appeal this determination in a timely manner, it will be considerad

by the Internal Revenue Service as a failure to axhaust available
administrative remedies. - :

Section 7428(b) (2) of the Code provides in part, that "A declaratory
Judgement or decree under this section shall not be iseuaed in any
procec’ing unless the Tax Court, the Claime Court, or the district
court of the United States for the District of Columbia determines
that the organization involved has exhausted all administrative
repadies available to it within the Internal Revenus Bervice."

Appenls submittcd' vbich do not contain all the documentation required
by Publication 892 will be returned for completion.

. . 'sﬁ}};‘<¢f
If you have any questions, pleass contact the person »whuifse name and
telephone number are ehown in the heading of this letter

Sincerely yours,

Diatrioct Director

Banclosure:
Publication 892




